
Internal Revenue Service 
memorandum 

date: m * 7 1968 

to: Eugene H. Ciranni, Special Trial Counsel, District Counsel's 
Office, San Francisco, California 

from:' Chief, Branch 2, Tax Litigation Division CC:TL 

subject: Treatment of   ------------- ---------------- -- ------------ under Treas. 
Reg. Section ------------------

We understand that   ------------- ---------------- ------- a Hawaii 
corporation, was for a ----------- --- -------- ----- --------- -orporation for 
an affiliated group filing consolidated returns. On  -------- -----
  -----   --- was merged into a transitory subsidiary of --------------
------------- ----- -------- in a leveraged buyout. Appeals -----
------------- ---- ------- accurately, that that transaction w  -- -ot a 
reverse acquisition under Treas. Reg. 1.1502-75(d)(3). ----- was 
the survivor of the merger, and continued to exist as a 
subsidiary of   ----- At some point   ---- transferred its   --- stock to 
another of its ---olly-owned, Hawai-- --bsidiaries, --------------
  --------- ----- ----------- ------ On  ------ -----
---------- ----- ------- ----------

-------   --- ------ ----------- int. 
---- ------- ----- ----- --a-- --erged into   -----

----- ------- ----- ------- ------ ------ ------at----- ----- ---- assets and 
liab-------- ------- t--------rred to the   ------------- ------- ----------

The   --- groupls tax years   ------   ------   ----- and   ----- (short 
year) are- ---der audit. 
acquisition of   . 

These ----- -he- ----rs- ----r t-- -----s 
While the facts are not entirely ------, it 

appears that ar----d   ----- or   ----- consents were obtained, signed 
  --   --- to extend the ------d ---- assessment as to the   ----- and 
------- -ax years of the   --- group until   ----- ----- -------- ----- ---ve 
------------ ------ Appeals, ---thermore, -- Form --------- -igned by   --- on 
--------- ----- -------   ---nding indefinitely the assessment period --r 
----- ----- ---------- ------- and   ----- years. We also understand that 
arou---   ----- con------- wer-- ---ained, signed by   ---- purporting to 
extend ----- assement as to the   ----- and   ----- ye---- of the   --- group 
until   ----- ----- ------- We have -------ed ------- Appeals (1) a- ----m 
872, s-------- ---- ------ and (2) a Form 977, signed by the Trustee, 
purporting to e-----d the assessment as to those years untilJun  
  ---- ------- you have asked whether these most recent forms we---

,-------- --- the right entities in light of Reg. 1.1502-77(d). 

It appears to us that the assessment period lr88 been 
effectively extended as to the   ----- and   ----- tax yurs.   --- was 
the appropriate agent for the ----- ----up a-- ---g as   --- rema----- in 
existence.   --- therefore appro-----ely signed the --------- ----- -------
extension, p----- to   ---s termination in the   ----- ----- ------- ----------
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with   -------- ----- Ry the same token, because   --- continued to be 
agent ---- ---- ---- group, the consents signed by- ----- around   -----
for the   ----- a----   ----- years of the   --- group wer-- --obably 
invalid. -----e n-------- can be done- ---h respect~to that problem, 

ever, we will assume for purposes of our further 8dvice that 
se consents for the   ----- and   ----- years were valid. 

  ----- c . 

Under Sections 417-13 and 417-42 of the Hawaii Revised 
Statutes,   --- ceased as a corporate entity .in the   ----- ----- -------
merger with- ---------- ----- Therefore, under Reg. ------------------
  --s power a-- -------- ---- the   --- group also ceased. Accordingly, 
---- doubt that either   --------- ------   ---- or the   ----- ever actually 
succeeded to   --s age----- -------- with- --spect t-- ----   --- group. 
There is no ------ in precluding this possibility, ho----er. 
Accordingly, we suggest that you obtain the consent of 
I'  ------------- ------------- ------ successor agent to   -------------
--------------------- ---------- ---- --- taxpayer fi  ---------------- ---------------- -----
-------------- In that connection, we n---- ----- -------- -------------
------ ----- -ontinues in existence for 3 years for purposes of 
windin-- -p its affairs, so   ---- should be able to sign the 
consent. 

2.   ---- wit h- nd vidua 
inte------

Under state statute many rights and powers automatically 
pass from a merged corporation to the survivor. Thus, after   ---
merged into   -------- ------   --------- ----- became able to bind ----- ---
a waiver bec------ ---------- ----- ------ -------ssor-in-interest to -----
under state statute-- ------------- after   -------- ----- merged -----
  ----   ---- was able to bind   -------- ----- --- -- --------- because   ---- is 
----- ---------sor-in-interest --- ---------- ----- Furthermore,   ---- ------
became successor to   --------- ------- ------ to bind   --- 

This right of   ---- is not a function of agency with respect 
to   --- group. Agen--- -or that purpose is established only by 
Reg-- -.1502-77, not by state statute.   ---- can bind, therefore, 
only those corporations in the chain of ----gers which culminated 
in the liquidation of   ---- 

As successor-in-interest,   ---- has not only the power to bind 
r corporations in the merger- ---ain to waivers, but also 
ility to pay such corporations' taxes. We note in that 
ection that you have already obtained the connat of 
  --------- ------------- ------ et naming as taxpayers   ---------------
------- ------ --------------------erest to   ------------ ------- ------

---------------------------- to   ------------- ----------------- ------- ------ --- ----
tax returns of   ------------- ---------------- ----- --------- That 
should be oufficie----
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3.   ---- . 

  ---- is not only a successor-in-interest undu 
but a---- a transferee under the merger documenta. 

can bind all the corporations in the merger 
is liable for the taxes of all of the torpor I,~ er chain. To take advantage of such liability, VI 8uggeat 
you obtain the consent of "  ------------- ------------- ------- on a 

naferee form (977) naming as ------------- --------------- -------------
transferee of   ------------- ---------- ------ -------------- ---

  ------------- ---------------- ----- ----------------- ---ative to the income 
----- --- -------------- ---------------- and affiliates.*' 

4. The   ----- with individual liability and Dower6 as 
~iduc a 1 

The trust document transferred to The   -- ------- the powers 
and liabilities of the corporations in the ---------- ---- liquidation 
chain. Such corporations, in turn, had liability and powers as 
successors-in-interest to other entities which were lower in the 
merger chain under state statute. We note that you have already 
obtained The   --- --------- consent on a transferee/fiduciary waiver 
Form 977, nam---- ---- ---- transferee/fiduciary   --- ----- -------- in 
connection with the tax liability of -------------- ------------- ------
successor-in-interest to   ------------- --------- ----- ------------------
interest to   ------------- ---------------- ----- ------------- That should 
be sufficient. 

5. m ith individual liabilitv and vowers a   --- --- w 
f duci: 

a 
; 6. 

A6 we noted above, the trust document transferred to The   --
  ------ the powers and liabilities of tha corporations in the 
---------- and liquidation chain. Such corporations had not only 
successor-in-interest powers and liabilities, but also transferee 
powers and liabilities. We therefore suggest that you obtain a 
consent of   --- ---- ------- on a transferee/fiduciary waiver Form 
977, naming- --- -------------- "  ---- ----- -------- transferee of 
  ------------- ------------- ------ -------------- ---   ------------- ---------- ------
-------------- --- -------------- ---------------- and ----------------- ----------
to the income ----- --- -------------- ---------------- and affiliates.H 

6. Jndividual liabilitv of subsidiaries which are not in the 

'. The consents described above are probably not mufficient 
r Reg. 1.1502-77(d), and therefore probably fficient to .,. 

  --- group members who were not merged dire gg t;t-;Y 
into ------- We understand that there were auch‘r ,- , 
they ------ aold to other entities outside the group. Ua auggest 
that you attempt to obtain individually the waivera of any such 
memberrr. 
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We suggest that you send statutory notices of deficiency to, 
and enter into any appr  ----- closin  ----eements and 072 
settlements with, both ------ and the -------- We furthor suggest 
that you use the appropr----- status -------age (as agent, 

G#uccessor-in-interest and transferee) in such statutory notices, 
*losing agreements and 072 settlements. c1 .,~ n 

(&Jy&&# 
ALFIdEEC. BISHOP\ ' 
Chie 

e 
, Branch 2 - (, 
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